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1AGRICULTURE, DEPARTMENT OF
Specific guidance on audits will be provided if a proposal by the Food and Nutrition 
Service (USDA) to strengthen provisions pertaining to Donation of Food for Use in 
the United States, Its Territories and Possessions, and Areas Under Jurisdiction
is adopted (see the 8/19/85 Fed. Reg. pp. 34270-97). In the section of the pro­
posal dealing with "independent CPA audits of multi-state processors, it states: 
(1) multi-state processors shall obtain an independent audit by a certified 
public accountant (CPA) annually. Such audit shall be conducted in accordance 
with the auditing provisions set forth under the Uniform Federal Assistance Regu­
lations (7 CFR Part 3015, Subpart 1) and ENS audit guidelines." It goes on to 
state that the costs of the audits, including travel expenses to attend any FNS 
training sessions, shall be borne by the processors. For further information 
contact Beverly A. King at 703/756-3660.
FEDERAL COMMUNICATIONS COMMISSION
The FCC has ordered its staff to initiate discussions with those selected carriers 
who are participating in rulemaking proceedings concerning the revisions to the 
Uniform System of Accounts and Financial Reporting Requirements for Class A and 
Class B telephone companies (see the 8/20/85 Fed. Reg., pp. 33580-81). The 
discussions will focus on three areas of concern and are intended to resolve the 
problems pertaining to the respondents' estimates of longer implementation times 
and higher implementation costs. The areas of concern are: the disaggregation 
of central office equipment plant accounts; the expense matrix; and, the ex­
pensing versus capitalization of certain costs. For further information contact 
John T. Curry at 202/634-1861.
FEDERAL ELECTION COMMISSION
For the first time in 10 years the number of registered political action committees
has declined, according to a 8/19/85 release of the Federal Election Commission.
At the beginning of this year there were 4,009 PACs; as of 7/1/85 the number had 
declined to 4,000. The figures by the FEC also reflect the unevenness in growth 
during the past 10 years between the number of corporate PACs and the number of 
labor PACs. The number of corporate PACs has increased 1,895 percent, from 
89 as of 12/31/74 to 1,687 as of 7/1/85, while the number of labor PACs has 
increased by 195 percent during the same period, from 201 as of 12/31/74 to 393 
as of 7/1/85.
OVERSEAS PRIVATE INVESTMENT CORPORATION
Richard F. Hohlt, CPA, has been named by President Reagan to be a member of the Board of
Directors of the Overseas Private Investment Corporation. Mr. Hohlt presently is
Senior Vice President for Government Affairs at the U.S. League of Savings Institu­
tions. Prior to joining the League in 1980, he was Executive Assistant to Senator 
Richard G. Lugar (R-IN) from  1977-80 and Senator Lugar's deputy campaign manager from 
1976-77. Mr. Hohlt also served from 1976-77 as an assistant to Senator Lugar when he 
was Mayor of Indianapolis. Before joining Senator Lugar's staff Mr. Hohlt was assis­
tant to the Marion County Treasurer and the City Controller for Indianapolis' inter­
nal auditor and systems analyst.
2SMALL BUSINESS ADMINISTRATION
The new Government auditing section has been included in a notice of proposed rule­
making concerning proposed new concepts for the relationship between SBA and 
commercial surety companies in their assistance to small concerns unable to 
obtain required bonds by themselves (see the 8/21/85 Fed. Reg., pp. 33766-33777). 
The proposed notice adopts and rejects some of the comments received on an 
Advance Notice of Proposed Rulemaking which was first published 8/19/83. The 
new auditing section, Section 115.17(c), makes clear that SBA will apply the 
cost principles of the Federal Acquisition Regulation, 48 CFR Part 31, in its 
audits of surety losses. In addition, SBA may audit at all reasonable times all 
documents, data and other surety bond guarantees and com mitments in the office of 
either a surety, its attorneys or the contractor or subcontractor completing the 
contract. Failure by a surety to consent to an audit or to maintain designated 
records will be grounds for SBA to refuse to issue further surety bond guarantees 
or to honor claims until the surety consents to such an audit. Comments are due 
10/21/85 and should be submitted to Howard F. Huegel, Acting Director, Office of 
Special Guarantees, Small Business Administration, 4040 N. Fairfax Drive, 
Arlington, VA 22203. For further information contact Howard F. Huegel at 703/ 
235-2900.
TRANSPORTATION, DEPARTMENT OF
Audits of State and Local Governments is the subject of a final rule and request for 
comments by the Department of Transportation (see the 8/19/85 Fed. Reg. pp. 33339- 
43). The DOT final rule establishes a requirement for all recipients of DOT funds 
to comply with the requirements of the Single Audit Act of 1984 and OMB Circular 
A-128, Audits of State and Local Governments. The rule is effective 9/18/85 and 
all comments must be received on or before 10/18/85. For further information 
contact Charles Ventura at 202/426-4160.
TREASURY, DEPARTMENT OF
Federal tax treatment of both the lender and borrower in certain below-market interest
rate loan transactions will be addressed in a notice of proposed rulemaking by
the IRS (see the 8/20/85 Fed. Reg. pp. 33553-71). The IRS proposed amendments 
would affect the Estate Tax Regulations, Gift Tax Regulations, and the Excise 
Tax Regulations. One proposal would provide a special rule for a below-market 
loan which is made between two persons and is attributable to the relationship 
of a third person to either the lender or borrower (for example, a loan by an 
employer to the child of an employee). In this case according to the IRS, the 
loan is restructured as two successive "indirect" loans for purposes of section 
7872. In addition, the regulations provide that if a lender and a borrower use 
another entity as an intermediary or middleman, such as in a "back-to-back" loan 
transaction, for the purpose of avoiding the application of section 7872, the 
intermediary will be ignored and the two loans will be restructured as one loan 
made directly between the lender and the borrower. In the area of partnerships 
and partners, the proposals would provide that certain below-market loans made by 
a partnership to a partner that are made in consideration for services performed 
by the partner other than in his capacity as a member of the partnership will be 
treated as compensation-related for purposes of section 7872. Written comments 
and requests for a public hearing must be delivered or mailed by 10/21/85. The 
regulations, according to IRS, are generally proposed to be effective after 6/6/84 
for below-market loans made and outstanding after the same date. For further 
information contact Sharon Hall at 202/566-3828.
3TREASURY, DEPARTMENT OF
The IRS suffered from a "backlash" of several factors during the 1984 tax filing
season, according to remarks by IRS Commissioner Roscoe L. Egger in a recent 
speech. He said processing problems arose from difficulties with the new 
computers in IRS service centers, that adjustment inventories "ballooned as a 
direct result of a severe shortage of real time on our system," that newspaper 
reports "sometimes challenged even the most imaginative among us as well as the 
taxpaying public" and that toll-free IRS telephone lines were jammed by taxpayers 
inquiring about late refunds and those "misled by inaccurate and misleading 
stories in the media." He also noted that IRS received 3.5 million more returns 
in 1985 than it had in 1984, that in a seven-week period beginning 3/22/85 six 
million or more returns were being processed each week, which was a record, and 
that by 5/30/85, 97 percent of all refund returns which were filed had been 
processed. Regarding questions frequently raised by practitioners about IRS 
errors and slowness to reply to mail, Commissioner Egger said "there is more than 
a kernel of truth in many of these allegations" and that "we don't always deliver 
the service to taxpayers and their representatives that they deserve." However, 
he said that IRS is working to provide better quality service. He also addressed 
the problem resolution program and FTD coupons saying that inventories have not 
leveled off and that FTDs "continue to get a top billing as a systemic troublemaker." 
However, Commissioner Egger believes that the FTD changes being proposed by the 
IRS "will make a significant difference."
He said between 10/84 and 6/85 that 334,000 new Problem Resolution Program 
(PRP) cases were added, which was a nearly 20 percent increase during the same 
period for the previous year and that even though 17 percent more PRP cases were 
closed, the IRS is "not keeping up with the new number of cases hitting PRP."
He also touched on electronic filing and refund offsetting. Regarding electronic 
filing, the Commissioner said a live pilot test for the 1986 tax season will be in 
operation in Phoenix, AZ; Cincinnati, OH; and Raleigh-Durham-Fayetteville, NC. 
Application forms from automated preparers who wish to participate in the pilot 
program are due 9/12/85 and interested preparers will have to make an acceptable 
test transmission of returns to IRS before 1/30/86. He said electronic filing 
will permit IRS to skip two or three weeks of manual processes, which should speed 
up the refund process, but that electronically filed returns will "not be subjected 
to separate audit selection criteria." Regarding refund offsetting, he said IRS 
has agreed to accept up to 2.3 million referrals from five government agencies —
VA, SBA, HUD, Agriculture and Education —  worth an estimated $3.1 billion in 
delinquent debts. The offsetting authority is limited to refunds payable in 
1986-87. Taxpayers with questions about loan repayments should contact the federal 
agency where the loan originated, according to Egger, because the IRS is not 
equipped to respond to questions about the loan. His final comments addressed the 
prospects of tax simplification legislation being enacted by the Congress. 
Commissioner Egger said, "If you think tax reform is dead this year, I urge you to
think again.__Come September,....I believe we'll move very deliberately toward
a reasonable compromise." He continued, "If we can combine our new computer 
applications and a renewed emphasis on quality and tax reform, then we would really 
have the best of all worlds. I believe that we can have all three."
Regulations relating to the excise tax on gasohol and other alcohol mixture fuels
have recently been proposed by the IRS (see the 8/22/85 Fed. Reg., pp. 33977-82). 
Additionally, the service proposed regulations concerning the rate of excise tax 
on tires, tread rubber and inner tubes. Changes to the applicable regulations 
were made necessary by the Highway Revenue Act of 1982 and the Tax Reform Act of
41984. The regulations will provide necessary guidance to IRS personnel as well 
as the public. The regulations relating to alcohol fuels are to be effective 
generally for sales or uses made on or after 4/1/83. The regulations relating to 
tires are effective for sales after 1/1/84. Comments are requested by 10/21/85. 
For further information contact Margaret O'Connor at 202/566-3287.
Advice to certain shareholders of American Telephone and Telegraph stock about
"properly including in 1984 income the dividend which resulted from the corporate 
reorganization" has been issued by the IRS (IRS News Release IR-85-82, dated 
8/20/85). According to the IRS: "A question has arisen where the common stock 
was sold between the record date of 12/30/83 and either the ex-dividend date of 
2/16/84, or the settlement date of 2/24/84. In 1983, AT&T declared a pro-rata 
distribution of the stock of its seven regional holding companies. The record 
date established was 12/30/83, and the distribution was payable on 1/1/84. The 
IRS has taken the position that part of the distribution was a dividend that was 
includable in the 1984 income of owners of AT&T common stock as of the record date, 
in the amount of 39 cents per share. The IRS also stated that: "The party that 
should properly include a dividend in income is the shareholder who is initially 
entitled to such dividend. Entitlement to a dividend occurs when both the identity 
of the shareholder and the amount of the dividend become fixed. The date upon 
which both of these requirements are satisfied is the record date. Accordingly, 
the owner of AT&T common stock as of the record date, 12/30/83, not the ex-dividend 
date or settlement date, must include the dividend in income."
SPECIAL: BANKING SUBCOMMITTEE TO EXAMINE DEPOSIT INSURANCE PROGRAMS
"Issues surrounding various proposals to reform the nation's deposit insurance programs"
will be aired by the Financial Institutions Subcommittee, House Committee on Banking,
Finance, and Urban Affairs, 9/11/85, according to a recent announcement from the Com­
mittee. Rep. Fernand J. St Germain (D-RI), Chairman of the Committee stated, "If we 
are to properly explore and determine what is needed in the Federal insurance programs 
it is necessary that the Committee fully understand the conditions and the problems 
of the entities being insured." Mr. St Germain also said the hearings will include a 
look at such issues as asset quality, earnings, capitalization, off-balance sheet 
liabilities, and deposit stability. He said the hearings will also up-date the pro­
blems of depository institutions in such troubled areas as agriculture, energy and 
foreign lending. Several bills dealing with deposit insurance and supervisory reforms 
are pending before the Committee including HR 1680, the "insured Institution Improve­
ments Act of 1985," and HR 2444, the "Federal Savings and Loan Insurance Corporation 
Protection Act." The hearings will continue during September and early October.
SPECIAL: ACCOUNTING FELLOWSHIP FOR CPA
Applications for the Accounting Fellowship Program for the Office of the Comptroller
of the Currency (OOC) are now being accepted for the fellow who will serve a two-
year term beginning in early 1986. Applicants should be CPAs with a minimum of 
five years of public accounting experience and with some experience in providing 
services to or working in the banking industry. In addition, one or more years 
of the applicant's public accounting experience should be at the manager level 
with responsibilities that include planning, control and technical accuracy of 
audit engagements. The major objective of the fellowship program is to foster an 
understanding and cooperative relationship with members of the public accounting
5profession and the OCC. Applicants must submit a Personal Qualifications State­
ment (SF-171) and a four to ten page essay on an accounting subject of interest 
to them and germane to the work of the OCC. Two letters of recommendation are 
also required. Applications should be submitted to the Comptroller of the 
Currency, Human Resources Division, Staffing Services, Washington, D.C. 20219.
The application deadline is 11/15/85. The selected candidate will be required to 
sever all connection with their existing employer before beginning the appointment 
For additional information contact Zane Blackburn, Director, Bank Accounting 
Division, OCC, at 202/447-0471.
For additional information please contact Gina Rosasco or Nick Nichols at 
202/872-1890.
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